





Herbert Rucker Eldridge. 








SERIOUS and lamentable event in con- 
nection with this Bank’s efforts to ex- 
tend its operations abroad occured on 
Sunday, November 21st last, when one 
of its most valued officers, Herbert R. 

Eldridge, died suddenly at Potosi, Bolivia. Mr. 
Eldridge had been wholly occupied for several 
months before leaving on the trip to South Amer- 
ica, with the work of developing the branches. 
He visited Cuba during the summer, and conducted 
for this Bank the negotiations which resulted in its 
taking over the Banco de la Habana. Returning to 
New York he prepared for an extended absence, 
during which he expected to visit the established 
branches in South America, and obtain a compre- 
hensive knowledge of conditions in the principal 
countries. He sailed on September 4th for Rio de 
‘ Janeiro and from Brazil went to Montevideo, and 
Buenos Aires, thence across the continent to Val- 
paraiso, and from there to Potosi. Apparently he 
was in perfect health. He had done his work 
throughout the trip, not only with the painstaking 
fidelity so characteristic of him, but with every 
evidence of vigor and enthusiasm. The high alti- 
tude of Potosi was doubtless responsible for the 
affection of the heart which suddenly ended a life 
of great usefulness in its very prime. He was 
forty-five years of age. 

Herbert Rucker Eldridge was a native of Illinois, 
born at Decatur, and educated in the public schools 
of that state. Having qualified himself as a sten- 
ographer, he found employment in Texas as a 
court reporter, and after some other business ex- 
perience entered the banking business as Cashier of 
the Gainesville National Bank of Gainesville, 
Texas, in 1893. From there he went to the Com- 
mercial National Bank, of Houston, as Cashier, 
afterward becoming Vice President, and from 
there in 1908 to the First National Bank of Colo- 
rado Springs as Vice President. Two years later 
he returned to Houston to become Vice President 
of the First National Bank of that city. In 1914 
he was honored with the Presidency of the Texas 
Bankers’ Association. In January, 1913, he was 
elected Vice President of the National City Bank 
of New York. 

Mr. Eldridge was a man who inspired the con- 
fidence and regard of all with whom he did busi- 
ness, and the devoted loyalty and affection of asso- 
ciates. He was a very capable banker and busi- 
ness man, large-minded in his views of every 
problem and situation, living always to high pur- 
poses, and laboring to make the banking business 
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render the largest possible service to the commun- 
ity. With all his practical and conservative in- 
stincts, which served him unfailingly, he had the 
imagination which lifts a business life out of the 
ruts and prompts a man to labor for improvement 
in existing conditions. He was an interested ad- 
vocate of a better banking and currency system, a 
more mobile form of commercial paper, better 
warehousing methods, and of every possible fa- 
cility that would simplify and perfect the system 
by which goods are passed from producer to con- 
sumer. The plans of the Bank for the establish- 
ment of branches in foreign countries appealed 
very strongly to him, and he gave his best thought 
and energies, and finally, his life, to the work. He 
was at the beginning of what there is every reason 
to believe would have been the most fruitful work 
of his earnest life, and his death means a great loss, 
not only to this Bank, but to this country and all the 
Americas. 





Our Opportunities Abroad. 


In the November number of this publication a 
statement was made about the development work 
which this Bank has been carrying on during the past 
year in foreign countries. Six branch banks have 
been established under the authority of the Federal 
Reserve Act, and, in connection with the branch sys- 
tem, a Foreign Trade Department has been organ- 
ized to disseminate information in this country about 
trade conditions and opportunities in the countries 
where the branches are located, and vice versa. The 
experience of the year has constantly borne in upon 
those engaged in this work the impettance of having 
the United States take a larger part than heretofore 
in*the ‘industrial development of other countries, 
where capital is needed, and particularly the coun- 
tries of Latin America. It is very evident in these 
countries that trade has followed investments. The 
railroads, other public utilities, and large industrial 
properties, have been built for the most part with 
capital from Great Britain, France and Germany, 
the owners live in those countries, the head offices 
are there and the managing officials go out from 
there ; of course, so far as practicable, these corpora- 
tions do their buying in the home countries. This is 
true in the original construction and equipment, and 
also as to replacements, repairs and operating sup- 
plies. Furthermore, machinery, tools and other 
goods introduced in this manrier become generally 
known and established in the market, and other pur- 
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established in the market, and other purchases are 
influenced. When these conditions are understood, 
it may be regarded as surprising that sales from this 
country make as good a showing as they do. 

The war has stopped the flow of capital from 
Great Britain and Europe, and South America has 
felt the deprivation severely. At the recent Pan- 
American conference the burden of every discussion 
was the problem of how to raise the capital neces- 
sary to enable these countries to continue their de- 
velopment. They do not want new capital in the 
form of money ; they want it in the form of machin- 
ery, equipment, warehouses, facilities and goods of 
various kinds, which they do not produce, but which 
we can supply. 

China, with a vast population of industrious peo- 
ple, is inviting us to name the terms upon which we 
will supply them with the modern equipment by 
which they may increase their production and lift 
themselves to a more comfortable level of existence. 
Russia, with its great undeveloped resources, is in 
the same position. 

The United States is in position to play a large 
part in this world development, if its resources are 
properly organized for the task. We are buying 
back our own securities from foreign holders as 
fast as they are offered, and we can do more than 
that with our savings. Wealth is accumulating so 
rapidly that a portion of it can be spared for invest- 
ment abroad. Internal development will go on, 
and even be promoted and placed upon a surer basis 
by foreign investments which create profitable trade, 
open up new supplies of raw materials and broaden 
the footing under our industries. 

Under the stimulus of our rapid growth, our in- 
dustries, and particularly those producing structural 
materials and equipment, have been developed to 
an enormous capacity. It is difficult at times for 
them to keep steadily employed upon the domestic 
requirements, and we have sharp alternations of ac- 
tivity and depression. The experience which our 
people have had in large scale production, and in ex- 
tensive construction work, together with the great 
capacity of our works for supplying materials, has 
especially fitted us to carry on development work in 
other countries. The time had arrived, even before 
the present world situation developed, for the 
United States to utilize some of this capacity in 
enterprises abroad. 

Our steel and iron and allied industries are en- 
tering upon another period of expansion. Before 
the war is over our capacity for the production of 
steel and iron will probably be greater than that 
of all the rest of the world, and we will be able to 
supply structural material and machinery for all 
these developing countries, provided the purchases 
can be financed. 


Must Finance Our Customers. 





This is the problem with which we have to deal. 
Our would-be customers cannot buy unless they 
can borrow for the purpose in this country. The 
proceeds of the loans will remain in the country 
and the orders will take the place of the precarious 
war business that is now crowding our industries, 
and help to tide the country over the dangerous 
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period that must be passed in the transition from 
war orders to a normal business. 

The country needs to co-ordinate its powers in 
this emergency, so that its investment resources can 
be brought to the support of its industries and used 
to keep them running to capacity. 

When the Anglo-French loan was pending here, 
there was general recognition of the fact that it had 
a direct relation to our export trade. It was com- 
monly said at the time that a better method of cre- 
ating credits here would be by selling or pledging 
British and French holdings of our securities, and 
the further suggestion was made that British and 
French holdings of companies owning properties in 
South America and other neutral regions might be 
utilized in this market. It is probable that with a 
competent organization to investigate properties, 
and sufficient available capital or credit to purchase 
them outright, going and well-established concerns 
in South America may be acquired upon fair terms. 
In some instances enterprises are in an uncom- 
pleted state and require additional capital to make 
them productive. In such cases English and Euro- 
pean investors may be inclined to withdraw their 
capital for use at home. The taking over of such 
properties by American investors would have the 
same effect in steadying exchange rates as credits 
created by a loan, and the form of investment 
would appeal to some people who would not sub- 
scribe for a loan. 

To deal with this situation adequately, very large 
means are required. No single corporation in its 
own strength, or combination of banking houses, 
out of their own resources, can furnish the capital 
required. It can only be found by arousing the 
interest and securing the co-operation of the entire 
country. It is necessary to make it a national 
undertaking, and appeal to the confidence, enter- 
prise and patriotism of the American people. 

In order to do this, there must be a competent 
and responsible organization to act as an agency 
of the investing public in dealing with these foreign 
opportunities. There must be machinery for in- 
vestigation, and other machinery for the manage- 
ment of properties that are acquired; men of the 
best training and qualifications for these tasks must 
be secured; and finally, the public must be assured 
of all this by the guaranty of a corporation of 
ample capital which will put its own money into 
these enterprises, and whose stockholders, direc- 
tors and managing officials are men of successful 
experience in large business affairs and of the high- 
est standing in this country. 


The Asssrison Internctionsl Corporation. 


With this view and purpose, Mr. F. A. Vander- 
lip, President of this Bank, has obtained the co- 
operation of a group of leading banking houses, 
some of them with extensive foreign connections, 
and of a large number of important industrial and 
mercantile interests engaged in foreign commercial 
activities, in the organization of a corporation 
called “The American International Corporation,” 
with a charter from the State of New York and a 
capital of $50,000,000. The charter is broad 
enough to authorize the corporation to carry on any 











kind of business, subject, of course, to the regula- 
tions and restrictions provided by the laws of the 
states and countries in which it operates. It can 
own and operate, or buy and sell, shipping, rail- 
roads, street car lines, lighting and water plants, 
docks, warehouses, mines, factories and mercantile 
establishments. It can organize such enterprises, 
start them and as going concerns offer their securi- 
ties to the public, or it can hold and operate these 
companies as subsidiaries and sell its own securi- 
ties to the public, based upon these properties. In 
short, the American International Corporation will 
be able to use every means for the employment of 
capital in world commerce and industry. 

The stock will not be offered for general public 
subscription. One-half, or $25,000,000, has been 
offered to the stockholders of the National City 
Bank of New York. The other $25,000,000 will 
be placed with interests which are in position to 
co-operate and assist in the new corporation’s 
work, 

The President of the corporation will be Mr. 
Charles S. Stone, head of the Stone & Webster 
organization of Boston. Stone & Webster are well 
known to investors in public utility properties. 
Their business includes three closely allied con- 
cerns: A construction corporation which has had 
large experence in the building of public utilities, 
electric, water, gas and railroad (the Keokuk dam 
on the Mississippi is the work of the Company), a 
management association which operates utilities in 
many parts of the United States as separate cor- 
porations but with the benefit, for each one, of 
efficiencies and economies due to the direction of 
one expert organization of engineers. There is also 
a securities company, which maintains an exten- 
sive and efficient system for investigating proper- 
ties, determining physical values, and estimating 
their business prospects. Mr. Stone will come to 
New York and give his entire time to the Ameri- 
can International Corporation. Mr. Vanderlip will 
serve as Chairman of the Board. 

Mr. Willard Straight, formerly an official repre- 
sentative of the United States Government in China, 
and recently of J. P. Morgan & Company, will be a 
Vice-President, and there will be a number of Vice- 
Presidents in charge of the various activities. 


Mr. R. P. Tinsley, for many years Treasurer of 
the Standard Oil Company of New York, and in- 
timately connected with its foreign trade, will resign 
from that position to accept the position of Secre- 
tary and Treasurer of this corporation. 

The names of the first Board of Directors are 
given below: 

J. Ogden Armour, Armour & Company. 

Charles A. Coffin, General Electric Company. 

William E. Corey, Midvale Steel & Ordnance. 

Robert Dollar, Dollar Steamship Company. 

Joseph P. Grace, W. R. Grace & Company. 

James J. Hill, Great Northern Railway Company. 

Otto H. Kahn, Kuhn, Loeb & Company. 

Robert S. Lovett, Union Pacific Railroad Com- 

any. 
: Aatrese Monell, International Nickel Company. 

Henry S. Prichett, Carnegie Foundation. 

Percy A. Rockefeller, Standard Oil Company. 


John D. Ryan, Anaconda Copper Company. 

Charles H. Sabin, Guaranty Trust Company. 

Wm. L. Saunders, Ingersoll-Rand Company. 

James A. Stillman, National City Bank. 

Charles A. Stone, Stone & Webster. 

Guy E. Tripp, Westinghouse Electric and Manu- 
facturing Company. 

Theodore N. Vail, American Tel. & Tel. Com- 
pany. 

Frank A. Vanderlip, National City Bank. 

Edwin S. Webster, Stone & Webster. 

Albert H. Wiggin, Chase National Bank. 

Beekman Winthrop, Robert Winthrop & Com- 


any. 
William Woodward, Hanover National Bank. 


We have great confidence that the business men 
of the country will appreciate the services which 
this organization will be able to render at this criti- 
cal juncture in our history. It has been formed 
in pursuance of a constructive plan to provide per- 
manent business to take the place of the uncertain 
and ephemeral business which is now giving em- 
ployment to many of our people, to put a firm basis 
under our newly developed prosperity, and to en- 
able this country to play a larger part in world 
trade and development. The extent of its opera- 
tions will depend very much upon the size of the 
capital fund placed at its disposal by the investors 
of this country. 


Banking Conditions, 1914 and 1915. 


The principal items in the statements of the 
national banks for September 12, 1914, and Sep- 
tember 2, 1915, compare as follows: 


Sept. 12,1914. © 
$6 ,400.767,386 
1,446,431,274 
1,714,386,841 
3,239,949,269 
6,139.081.279 
39.871,080 
1,910,027,545 


1,250,000,900 
948,147,000 
88,270,123 
905,700,000 





Sept. 2, 1915. 
$6,756,620,000 
1,759,026,381 
1,770,503 617 
8,227,150.005 
6,762,182,000 
6,407,000 
2,457,000,000 


787,117,275 
1,219.214.000 
41.773.000 
842.608.000 
315.409.198 


Loans and Discounts, total 
Central Reserve Cities 
Reserve Cities 
Country Banks 
Individual Deposits 
Due Reserve Agents 
Due Other Ranks 
U. S. and Other Ronds to Secure 
Circulation and Deposits 
Other Bonds, Securities, 
Total Bonds Borrowed 
Specie and Legal Tenders 
Due from Federal Reserve Ranks.. 
Rediscounts and Bills Payable 
National Ranknotes Outstanding... 718,496,591 
Clearing House Certificates (net).. 
Letters of Credit and Acceptances. . 26,833,344 
On September 12, 1914, the Federal Reserve 
System had not begun operations, and account must 
be taken, in connection with the statement for 
September 2, 1915, of the transfers of cash and 


deposits to the reserve banks. 


The statement shows that country banks are 
higher in deposits and lower in loans, while the 
reserve city banks are higher in both deposits and 
loans. The most notable feature is the increase of 
more than $500,000,000 in the amount due other 
banks, which means a growth of bank balances at 
the centers. When the deposits of the reserve 
banks are added the total increase in bank balances 
is more than $900,000,000. 


The increase in loans, etc., was about $356,000,- 
000. In this connection, it will be of interest to 
note the regularity in the growth of this item in the 
past. The difference between good times and bad 


162,617,000 
918,270,000 
43,159,000 


106,719,900 





is nearly lost in the steady expansion of the coun- 
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try’s business. The following are the figures for 
loans and discounts, as shown by the last statement 
of each year from 1903 to 1913, for September 12, 
1914 and September 2, 1915: 
$3,476,500,000 
3,827,600,000 
4,071,200,000 
4,417,800,000 6.288.300,000 
4,622 ,900,000 6,417,900,000 
4,879,800,000 6,756,600,000 

The fact that the loans and discounts of the 
national system have practically doubled in twelve 
years, is a remarkable showing of this country’s 
growth in banking resources. 

The Comptroller’s calculation of reserves under 
the September 2nd statement shows excess reserves 
in the national banking system of $868,755,662, an 
increase of $90,000,000 since the statement of June 
23, 1915, was made. 


The New York Situation. 


Below is a showing of the principal items of the 
statements of the Clearing House Banks of New 
York City, November 21, 1914, just after the 
Federal Reserve System had begun business, and of 
November 20, 1915: 


Loans, Investments, Etc. 
Net Demand Deposits 
Time Deposits 
Aggregate Reserve 
Excess Reserve 


5,190,700,000 
5.497,700,000 
5,695,100,000 
6,085,500.000 





Nov. 21,1914, 
$2,164.651,000 
1,936.028.000 
91,932,000 


Nov. 20, 1915. 
$3,118,131,000 
3,212,790.000 

143,705,000 
472,006,000 744.831.000 
137,890,540 194,944,000 

The deposits of the sixty banks which are mem- 
bers of the New York Clearing House, thirty of 
them national banks and thirty state institutions. 
have increased in the year by over $1,300,000,000. 
not to speak of the deposits that have been trans- 
ferred from them to the Federal Reserve Bank of 
this city. This is an extraordinary showing. 

Furthermore, while the loans of all the banks of 
the National System have been increasing in the 
total sum of about $356,000,000, the loans and in- 
vestments of the Clearing House banks, have been 
increasing $953,000.000. Evidently the banks of 
other localities, unable to employ their funds else- 
where, have allowed them to accumulate in this city. 
The enormous exports, which are pavable through 
New York, have created immense credits here. 

An increase of about $1,000.000,000 in the loans 
of the banks of New York city in one year, and 
that a year of light commercial demands, is some- 
thing to take note of. It is more than double the 
increase shown by the entire national banking sys- 
tem, including the national banks of New York, in 
any year of its history. It is also significant that 
rates are now at the lowest point of the year, so 
that there is every encouragement for the expan- 
sion to go on. The stock of money in the country 
is increasing rapidly by the importation and pro- 
duction of gold, and the gain practically all finds 
its way here. The net importations of gold since 
January 1, 1915, have been about $360,000,000. The 
expansion of loans is due in the main to the foreign 
borrowing, the large purchases of American securi- 
ties, principally bonds, from foreign holders, and 
the expansion of stock exchange business. 

The new loans are undoubtedly good in the sense 
that they are based upon sound collateral at a safe 
valuation, for the general list of standard stocks and 


bonds is still at a very moderate price level, income 
considered. This class of loans, however, is not self- 
liquidating, and it is agreed that they are not the 
best kind of an investment for temporary deposits. 
To what extent the present volume of deposits in 
New York is temporary remains to be seen; there 
are signs that, despite the decentralizing purposes 
of the Federal Reserve Act, New York is about to 
develop into a much greater monetary center than 
it has been in the past. These new deposits of New 
York city consist largely of new capital which the 
country has not had before, and as the whole coun- 
try is making capital rapidly, the deposits of New 
York will be permanently larger. This will certainly 
be the case if we are to have a larger part in inter- 
national finance and trade. 

The support of this lending power has enabled the 
country to buy back its stocks and bonds from Eu- 
rope on a great scale, and to grant foreign credits 
which have promoted the exportation of our prod- 
ucts. It is well, however, to take the measure of 
this expansion as it goes on, and to note how easily 
the volume of loans has been swollen by $1,000,- 
000.000. The present surplus reserves would 
scarcely permit of another $1,000.000,000 increase, 
and it is not desirable that the surplus be exhausted. 
On the other hand, it is to be considered that while 
the foreign trade continues to run so heavily in our 
favor the available credits and cash reserves of New 
York will continue to increase, and that back of the 
whole situation is the Federal Reserve system, with 
its resources as yet practically unemployed. 


The Money Market. 


Notwithstanding the revival of industry and trade 
which has been clearly under way for now several 
months, there has been practically no increase in the 
commercial demand for money. 

Every part of the country seems to be not only 
well supplied with money for its own needs, but 
able to share some for employment outside. This 
is noticeably the case with such cities as Kansas 
City, St. Paul and Minneapolis, where in other years 
when big crops were to be handled money from the 
East was wanted. The most plausible explanation 
seems to be that the crops of 1914 brought a large 
amount of money to the grain and live stock dis- 
tricts, that the check given by the war to new un- 
dertakings has caused money to accumulate and that 
the trade revival has not been going long enough to 
exhaust the accumulations and send the industries 
to the money market. Although a good trade is 
doing stocks of goods are low, and with the prices 
of many commodities on a high level, it is likely that 
buying will be of a hand-to-mouth character, which 
keeps down the amount of capital employed. 





Foreign Trade and Exchange. 





Our foreign trade continues to show new figures 
in exports and balances, imports still falling hehind. 
For the month of Octoher exports were $334,638,- 
578, against $194,711,170 for October last year, 
and $271,861,464 for October, 1913, which was the 
previous high Octoher record. There was a gain 
of almost $34,000,000 over September, and the par- 
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tial figures for November indicate that it will sur- 
pass October. 

Imports for October show a partial recovery over 
the same month of 1914, being $148,529,620 against 
$138,080,520, but have been higher frequently. The 
excess of exports over imports was $186,108,858, 
and for the twelve months ended with October, 
$1,626,886,623. 

These figures do not tell the whole story. Ex- 
ports would be much larger if vessels were available. 
There is a congestion of exports at all the leading 
ports, and the railways entering the New York ter- 
minals are now refusing to receive freight for 
export. 

The movement of wheat on this crop did not start 
as promptly as last year, and the buying has been 
less spectacular, but the exports of wheat and flour 
from North American ports since July lst has been 
nearly as great as during the same time in 1914. 
The exports of cotton from August Ist to Novem- 
ber 26th were 1,736,717 bales against 1,257,280 bales 


in the same period of 1914, and 4,005,570 bales in| § 


1913. 

The proceeds of the Anglo-French war loan have 
become available during the month, and, with im- 
portant credits created by private parties, British 
and French exchange has been afforded better 
support. Sterling is now about $4.72. Ar- 
rangements have been definitely completed under 
which a credit of $50,000,000 will be granted by a 
syndicate of American banks to a group of eight 
leading English banks for the purpose of facilitating 
private trade. This credit will be secured by the de- 
posit of British government bonds with the Bank of 
England, and extended in the form of acceptances, 
which will bear 4% per cent. interest and run six 
months. As the proceeds will be expended for goods 
to be exported the paper will be eligible for redis- 
count at the Federal Reserve banks. 

As a means of providing for future loans in this 
country the British government has been making 
an inquiry into the holdings of American securities 
in England, and particularly the holdings of corpora- 
tions, with a view to making a satisfactory voluntary 
arrangement under which they may be borrowed for 
use in pledge. It is expected that the income from 
these securities will go to the owners as usual, and 
that they will receive some compensation from the 
government. A definite announcement upon the 
subject is expected daily. This plan was originally 
advocated by American bankers, but they yielded in 
the case of the Anglo-French loan because the ex- 
change situation was requiring immediate action. 

Meanwhile the rise which has taken place in the 
bond and stock markets of this country has stimu- 
lated the sale of foreign holdings. The London 
Times of a recent date, comments upon this move- 
ment and the profitable outcome of investments in 
the United States as follows: 

The marked activity of the market for American bonds 
has shown no signs of diminution, in spite of the huge sales 
to the United States which have taken place since the out- 
break of war. On the contrary, the amount of business 
transacted tends to increase, and dealers in the market 
confess themselves surprised at the manner in which secur- 
ities continue to come to market for sale to America. Re- 
cently bonds have come to hand which, by their exception- 





ally clean condition, show that they are now leaving the 
hands of the original holders for the first time. Bonds 
which were issued here on a 5 to 5% per cent. basis can 
now be sold back to New York on a 4 to 4% per cent, 
basis. Consequently, apart from feelings of patriotism 
which have induced holders of American securities to sell 
them at the present moment in order to reduce the adverse 
balance of trade, sales are being stimulated for the sound 
business reason that it is a profitable operation to sell low- 
yielding American securities and to buy higher-yielding 
British war loans. In the late nineties, when the great rail- 
road reorganizations took place, Atchison General Mort- 
gage bonds were dealt in at 70, they can now be sold at 
about 101; Baltimore Prior Lien bonds, which were issued 
at about 92, can now be sold at par; and Union Pacific 
First Mortgage bonds, which were first issued at about 
9134, can be sold at a 12-point profit. It is, therefore, not 
surprising to learn that bonds which have lain undisturbed 
for 20 years, are now being brought to market, and that 
since the outbreak of war sales of American securities to 
New York are estimated to have amounted to between 100 
and 125 millions. 

The confused state of the exchanges is shown by 
the fact that $500,000 in gold has been sent from 
New York to Amsterdam during the month, while 
old was coming from London to this city. This 
state of Dutch exchange is due to sales of American 


securities, in part, it is said, for German account. 
Bond and Stock Markets in November. 


The activity of the bond market, commented upon 
in our October review, has continued practically 
throughout the month of November with only a 
slight slackening of the demand towards the close 
of the month. Transactions in bonds on the New 
York Stock Exchange should total about $135,- 
000,000 in November, or nearly $25,000,000 in 
excess of the transactions in April, the month of 
the next greatest activity. 

A new speculative favorite appeared in the shape of 
the International Mercantile Marine 444’s, which ad- 
vanced on transactions of about $14,000,000, frum a 
price of 83 at the beginning of the month, to about 93 
at its close. The speculative demand for these bonds 
has arisen from the realization that the Company 
is enjoying a very great increase in earning power 
due to the enormous rise in ocean freight rates 
and from rumored ‘statements that an alternative 
plan of reorganization might be drawn up by the 
stockholders, which would provide for the paying 
off of these bonds at par. 

The greatly improved traffic and earning power of 
the railroads was reflected in an increased demand 
for regent issues of the better class of railroad bonds, 
such as the Pennsylvania General 4%’s and The 
New York Central Refunding 414’s 

In general, convertible bonds still continue active 
and strong, and among such issues American Tele- 
phone & Telegraph Convertible 444’s and Baltimore 
& Ohio Convertible 414’s were conspicuous for their 
strength, while New York Central Convertible 6’s 
advanced to above 111 on transactions somewhat 
smaller than in recent months. 

The average price of 40 bonds, as compiled by 
The New York Times, advanced from 85.06 on Oc- 
tober 30th to 86.62 on November 16th, and 87.62 
on November 27th. The last named price shows an 
increase of over 2/4 points for the month, and over 
5% points since September Ist. 

The closing week of November brought forth an- 
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nouncement of the consummation of several impor- 
tant financial transactions. The Baltimore & Ohio 
announced the sale of $60,000,000 5 per cent. bonds 
under its new general and refunding mortgage. It 
is understood that these bonds will mature in 1995 
and the mortgage will be so drawn that the bonds 
will be legal investments for savings banks and in- 
surance companies under the laws of the State of 
New York. The sale of these bonds provides for 
the permanent refunding of the large block of Short 
Term Notes ($40,000,000) of the Baltimore & Ohio 
maturing in 1917 and 1918. The offering price, 
which it is currently stated will be at or near par, 
together with the much improved earning power of 
the Baltimore & Ohio during recent months should 
insure the successful sale of this large block. 

The St. Louis & San Francisco reorganization 
plan has been practically completed and is under 
consideration by the Missouri Public Service Com- 
mission. The financial requirements of the plan 
have been underwritten, and it would seem that this 
system should, within a reasonable time, be taken 
out of the receivers’ hands, 

Perhaps the most interesting piece of financing 
consisted of the sale by the Atchison, Topeka & 
Santa Fe of $10,000,000 par value of its 5 per cent. 
non-cumulative preferred stock. This is the first 
financing by preferred stock that an American rail- 
road company has undertaken in a long time and 
is a new proof of the excellent operating and far- 
sighted financial management possessed by this rail- 
road. 

The stock market has subsided into a satisfactory 
state of quiescence. The excitement in the so-called 
war stocks has culminated without serious results, 
and quotations for them are considerably down from 
the top. The railway issues have been helped by the 
increased earnings, but the best of them are on a 
substantial investment basis at present dividend 
rates. They have been at a standstill for the past 
month. 


State of the Industries. 





The last signs of the late depression are disap- 


pearing from the business situation. Every lag- 
ging industry is coming up into line, and all of the 
country’s activities and productive forces will soon 
be in full motion. Confidence in the future has 
replaced the timidity engendered by the great war, 
and private enterprise is again busy with the thous- 
ands of local projects which represent the natural 
expansion of a progressive country like the United 
States. Large new undertakings have not yet ap- 
peared, and are not wanted at this stage, for just 
now there is enough in sight for everybody to do. 
The manufacture of lumber and of railway 
equipment are two industries that have been par- 
ticularly depressed and hopeless. Everywhere but 
in the Pacific northwest the former has undergone 
a very rapid change in the last month. Notwith- 
standing the scarcity of shipping and high rates, 
the export trade has been large, the Italian govern- 
ment alone having come into the market for 
40,000,000 feet of lumber for winter shelter for its 
army. The foreign sales would be much larger if 
cargo space could be had. The demand for yellow 


pine for general building purposes in the Middle 
West, where great prosperity prevails throughout 
the rural communities, has put the mills of Texas, 
Louisiana, Arkansas, and Mississippi upon full 
time, and in some instances double time, and re- 
lieved the South Atlantic states of their competi- 
tion. Throughout the east the demand in the busy 
industrial towns and for general purposes has be- 
come very active, Prices have been moving rap- 
idly back to normal figures. The Pacific coast 
mills, unfortunately, are prevented from partici- 
pating in the Atlantic coast business by the closing 
of the Panama Canal, but they are sharing with the 
northern and southern mills in the improved con- 
ditions west of the Mississippi. 


The railway equipment concerns have taken a 
large amount of munitions orders, but have also 
received important railway orders from Russia and 
France, and within the last month the home roads, 
with increased earnings in sight, have turned loose 
a large volume of business, The general condition 
of the industry is indicated by the fact that the 
Pennsylvania Railroad has declined all bids upon 
9,000 freight cars and will postpone their pur- 
chase. 

It is needless to refer in detail to conditions in the 
steel industry. It is sold ahead far into the next 
year, and leading producers are withdrawing their 
offers on European business in order to take care 
of the requirements of home customers. A some- 
what sensational message was cabled from Paris 
recently to the effect that American steel-makers 
were taking advantage of the situation to exact high 
prices, with the result that permanent business 
would be lost. No way has ever been discovered 
to prevent the price of a commodity from rising 
when the demand exceeds the supply. Even if the 
producers’ price is unchanged the market price will 
rise upon secondary sales. A new influence now 
congesting the steel industry is the construction 
work for enlargement of steel plants. The last 
great movement for an increase of capacity was in 
the period from 1900 to 1907; apparently another 
extensive enlargement is now about to be made. 
The United States Steel Corporation is just putting 
its new $10,000,000 steel plant at Duluth into oper- 
ation. In the Pittsburgh district it has recently 
built a zinc smelter costing $3,000,000, completed to 
a stage permitting operations in 103 days from the 
time ground was broken. Other important addi- 
tions to capacity are being made in the Pittsburgh 
and Chicago districts, while consolidations and re- 
organizations in Eastern Pennsylvania are prepara- 
tory to further developments. 

The metal mining interests are very prosperous. 
The producers of silver are having their innings 
now, the white metal rising within the last week to 
5614 cents per ounce in the New York market, 
which is about what it was before the war. Copper 
is going into consumption at an unparalleled rate, 
at 20 cents per pound, while lead and zinc are high- 
er of late, the former at 5% and the latter at about 
19 cents. The production of these metals is very 
profitable at these prices. 

The coal and coke industries are busy up to the 
limit of the labor supply, and it may be said that 
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generally throughout the industries in which male 
labor is required the limit of capacity with the pres- 
ent labor supply has been about reached. This is a 
fact for the consideration of people who have been 
favoring drastic changes in our immigration laws. 
We may plan for the expansion of our industries 
and their entrance into foreign markets, but the 
plans cannot be carried out without the immigrant. 
The common labor supply comes from no other 
source. The laborer improves his condition by com- 
ing to America, the condition of his fellows who re- 
main in Europe is improved, and the American-born 
population which has been fitted for higher employ- 
ment than common labor is benefitted. 


Transportation and Trade. 





The railroads have come suddenly into a great 
period of prosperity, as the result of well balanced 
traffic close to the capacity of their equipment. On 
account of the great fixed investment which the 
business requires, net results in railroading improve 
rapidly as traffic rises close to capacity. As they 
must be always anticipating and providing for fu- 
ture business, it is seldom that for any length of 
time they can utilize their capacity as completely 
as is the case just now. If the volume of traffic is 
maintained they will be in position to make exten- 
sive improvements, and expenditures upon these 
will be very helpful in maintaining prosperous con- 
ditions. 

All of the industries and occupations which rely 
directly upon the patronage of the public are of 
course helped by the general state of employment 
which now exists. The boot and shoe industry, last 
year very much depressed, is as busy as can be. 
The same is true of the textile industries and of 
other lines generally. 

The broad improvement which has taken place 
in the last two months has given much encourage- 
ment as to the endurance of this term of prosperity. 
There is much war order business in it, but there 
is a very large volume of other business waiting, 
and there is growing confidence that the export 
business will continue good, at least for a consid- 
erable time, after the war. The statements of a 
French official commission charged to make plans 
for the reorganization of French industries after 
the war, and now here to study American indus- 
trial methods and equipment, is of much signifi- 
cance. These gentlemen say that French industries 
must be reorganized with a view to greater use of 
labor-saving machinery, and that they will want to 
buy largely in the United States as soon as the war 
is over. r. Charles Lancaster, vice-president of 
the Liverpool Chamber of Commerce, in an address 
made a few days ago, declared that the British 
output could be doubled and trebled, by employing 
labor-saving machinery. These utterances are indi- 
cative of the means likely to be adopted to overcome 
the losses of the war. There is an implied sugges- 
tion of more effective competition when the reor- 
ganization is complete, but the reorganization itself 
will be a large task. 

At the end of the war the United States will have 
the most thoroughly equipped and organized indus- 
tries in the world, and if the proper spirit of co- 





operation exists between managers and workers 
there should be plenty of work for them in setting 
the world in order, replenishing its supplies and 
bringing it up to date. It will be a situation de- 
manding a world outlook, with a high degree of abil- 
ity in the leaders of industry, a high degree of 
sagacity and courage in financial leaders, and a 
large degree of co-operation on the part of the in- 
vesting public of this country. We will be able to 
sell any quantity of goods if we keep our costs down 
to fair figures and will extend credit. 


Grain and Cotton. 


The Canadian government has created a sensa- 
tion in the wheat market by commandeering all the 
wheat of high grade in storage east of Fort William 
and Port Arthur, estimated in amount at 17,000,000 
bushels. This grain will be taken for Great Britain 
and her allies, at prices based on the Winnipeg quo- 
tations of November 27th. Apparently this has 
been done because the government feared that if it 
bought in the usual way the price would advance. 

The seizure of course does not alter the rela- 
tions of supply and demand. The world’s crop is 
about 500,000,000 bushels larger than that of 1914, 
and common opinion has been that the price was 
more likely to go lower than higher. The United 
States and Canada have both raised record-breaking 
crops, that of the United States being officially esti- 
mated at over 1,000,000,000 bushels and that of 
Canada at 336,000,000. TheeCanadian crop has 
been sold as fast as it could be moved, at lower 
prices than have prevailed on this side of the line. 
The understanding in the trade has been that most 
of the wheat shipped from our ports this fall has 
been of Canadian origin passed through this country 
in bond. 

The price on this side of the line has been sus- 
tained by an enormous milling demand for home 
consumption. It is evident that while high prices 
for wheat and flour were prevailing last winter and 
spring millers and dealers allowed their stocks of 
flour to run almost completely out, counting on the 
good wheat crop in sight. The winter wheat crop 
came to market slowly, on account of bad weather, 
and up to this time cash wheat has been selling at a 
premium above the futures. The stock of flour in 
eastern cities is said to be even now extremely low. 
This domestic situation has supported the price of 
wheat in the United States and meantime Canada 
has had the bulk of the foreign trade. Naturally 
Canada is expected to have the preference in buying 
for the allies, which in the absence of Russian ex- 
ports must be large. While the Canadian govern- 
ment is commandeering grain the British govern- 
ment is commandeering ships, so that the grain mer- 
chant is in the midst of uncertainties. He may have 
a cargo of wheat sold for export and a British ship 
chartered without any certainty of being able to 
make the delivery. It looks as though the United 
States crop would have to wait on the movement of 
the Canadian crop, of which there is estimated to 
be 150,000,000 more bushels for export. About 
that time Argentina and Australia will come along 
with their new crops in the southern hemisphere. 
Amid all these uncertainties the American farmer 











appears to be in no mood to sell on the declines. If 
he cannot get his price this year he can probably do 
so next year, for the acreage in winter wheat has 
been reduced. 

It is generally believed in the best corn states that 
the government authorities in their estimates of the 
yield of this grain have not made sufficient allow- 
ance for the immaturity of the crop in the northern 
half of the belt. Husking returns are very disap- 
pointing, and it is said that corn will be shipped 
north from Kansas and Missouri. 

The estimates upon the cotton crop are about 
where they were three months ago, hovering around 
12,000,000 bales. It is being marketed more slowly 
than usual, for the European demand is light and 
the ocean shipping facilities are curtailed. The 
South has fully recovered its nerve, and with easy 
money, has stubbornly held out for twelve cents, 
and come very close to getting it. The mills have 
been cautious buyers and have no large supplies 
but the market for goods is more active, and the 
consumption of American mills is considerably 
above that of last year. 


Live Stock Interests. 





The cattle trade has been disturbed this year by 
the quarantine regulations to prevent the spread of 
the foot and mouth disease. No live cattle can be 
shipped from Chicago which has been the largest 
market in the country, and the buyers for the 
eastern trade who formerly operated there have 
gone to markets further west. Many Canadian 
cattle which are now admitted free of duty are 
being received at St. Paul and Chicago, the reason 
being that there is a scarcity of vessel room for 
shipments on the hoof and they are coming to the 
St. Paul and Chicago packing houses. 

The great amount of rough feed and soft corn 
on the western farms has been a factor in creating 
an unusual demand for stock cattle, and made the 
prices so high that conservative observers are 
doubtful about the wisdom of such investments. 
Bankers in some localities are discouraging their 
customers from borrowing to buy cattle for fatten- 
ing, as feeders generally lost money last year. A 
good deal of the present buying, however, is of 
young cattle. There is authoritative testimony that 
the number of cattle on the farms is increasing. The 
period of dispersion sales which attended upon the 
breaking up of many big ranches when the land 
boom was on is at an end, and the smaller ranches 
and farms that have been developed in the same ter- 
ritory are building up their herds. 

The present boom in stock cattle is illustrated by 
a record sale said to have occurred in the Panhandle 
district of Texas recently, when 400 cows changed 
hands at $100 per head. Commenting upon the inci- 
dent, an experienced Texas ranchman is quoted as 
saying: 

“Almost any old oy cow in Texas will sell at $60 now. 
When we consider what calves have been bringing, these 
cows which have just changed hands at $100 each will pay 
for themselves in less than three years. No calves can be 
bought at less than $32 a head and the bulk of them com- 
mand $35, while one sale has heen made at $37.” 

These are extraordinary prices, but they signify 
that feed is abundant, and that the farmers are get- 





ting back into live stock, and this will be good news 
to the consumers of beef. The war will undoubt- 
edly reduce the number of cattle in Europe. 

Hogs have been a very profitable crop for the 
western farmers this year. There has been com- 
paratively little disease, the supply in the country is 
large and there is corn to fatten them at a reasonable 
cost. The total receipts of hogs from the first of the 
year to November 24th at the eleven leading markets 
were 22,700,000 against 20,562,000 in the same time 
last year. ln September receipts declined and prices 
rose until about the 20th of October, reaching nearly 
$9.00 per hundred weight at Chicago, an extremely 
profitable figure for producers. Since then under 
heavy receipts the market has had a decline of $1.50 
to $2.00 per cwt. 

The table of exports of meat products for the 
first nine months of this year looks like old times, 
before prices went so high. The total value of beef, 
pork and lard compounds for this period was 
3194,823,606, against $97,726,639 for the same nine 
months of 1914. 


Canadian Prosperity. 


While it would be overstating the situation to say 
that Canada is generally prosperous, it is true that 
considering the depressed condition existing there 
when the war broke out and the gloomy prospects 
that confronted the Dominion with its heavy indebt- 
edness abroad, and practically all construction work 
at a standstill, there has been a wonderful change 
for the better. The marvelous crop grown in the 
prairie provinces is largely responsible for the im- 
provement. The government took an interest in the 
production of this crop, urging the farmers to put 
every available acre into grain and advancing seed 
where that was necessary to secure a full acreage. 
Happily, fortune favored the enterprise, the season 
was most propitious, and the yield per acre has been 
away beyond anything ever known before. Yields 
of forty bushels to the acre have been commonly 
reported, and the gross value of the crop is esti- 
mated at $1,500 for every farm family in the prairie 
provinces. The amount of wheat available for 
export is calculated at 226,000,000 bushels. In June 
last the stock of the Canadian Pacific Railway 
Company was fluctuating around 140, with expecta- 
tions that the dividend payable July Ist would be 
reduced ; now the stock is about $35 per share above 
that figure, on the strength of the largest earnings 
it has ever known. 

Of course the income from this crop will put new 
life into Canadian trade, and new courage into the 
people. Many of the industrial establishments are 
busy upon war orders, which aggregate hundreds of 
millions of dollars. The Dominion Government 
and several of the provinces and municipalities 
have borrowed in the United States during the year, 
and there is no lack of confidence here in Canada’s. 
ability to pay its way out. The internal dominion 
loan of $50,000,000 just issued was fully subscribed 
in a single day. 

Canada was greatly interested as an onlooker in 
the Anglo-French loan in the United States, for it 
was concerned on both sides of the transaction. It 
was interested as a participant in the war in the aid 











obtained by the Allies, and it was interested in the 
same manner as the United States in the mainten- 
ance of stable exchange between London and New 
York. Practically all transactions in exchange be- 
tween Canada and London take place through New 
York. In other words the United States and Can- 
ada are one community in exchange transactions 
with the outside world. This is so simply because 
the business world follows the easiest and shortest 
route. The fastest steamers across the Atlantic 
sail to and from New York, the chief money mar- 
ket on this continent is at New York, the best place 
to employ Canadian bank reserves is in New York, 
and, finally, there is an enormous business between 
Canada and the United States, settlement for which 
is inextricably involved in the settlement of the 
transactions between Canada and London. 

Canada settles a heavy adverse balance of trade 
with the United States by her exports to England 
and other parts of the world. If she could collect 
pay in gold direct she would have to remit that gold 
to the United States; the same result is effected 
more economically by exchange transactions 
through New York. 

The heavy shipments of Canadian wheat in the 
last two months have largely gone out through New 
York, Boston and Portland (Me.), and have been 
paid for by drafts upon credits created by loans in 
New York. 


Federal Reserve System. 





The Federal Reserve System is one year old. 
The first public statement of the condition of the 
Reserve Banks was for November 20, 1914, and 
the development of the system within the year is 
shown by the figures for the principal items as 
given below: 

Nov. 20, 1914 Nov. 19,1915 

415,000 $315,977,000 
37,308,000 32,173.000 
607,000 45,149,000 


40,193,000 
54.854.000 
15,000,000 
384,997,000 
12,923,000 
76.6 

87.7 


Gold reserve 
Legal tender notes, silver, etc. 
Loans and Discounts 
Investments (U. S. bonds and 

Municipal Warrants) 
Capital paid in 
Government deposits 
Reserve deposits, Net 
Federal Reserve Notes, Net . 
Percentage gold reserve 

cash 


18,050,000 


1,215,000 
89 
105 
The total gold resources of the system are now 


$482,800,000, including $166,700,000 in the hands 
of the reserve agents against outstanding reserve 


bank notes. This accumulation of gold under the 
control of institutions possessed of the power to 
issue currency is the most important development 
of the year. The normal gold reserve required bv 
the Federal Reserve Act against note issues is 40 
per cent., and the present gold holdings of the sys- 
tem would therefore permit of $1,200,000,000 of 
Federal Reserve Notes outstanding, or an increase 
of more than a billion dollars above the amount 
now in circulation. The Federal Reserve Board 
has authority to permit even greater issues to be 
made under a penalty tax upon the deficiency in 
reserves; thus if the reserve falls to 30 per cent 
the penalty tax is at the rate of 4 per cent per an- 
num upon the amount of deficiency, and with a 
30 per cent reserve the amount of notes outstand- 


ing upon the present stock of gold might be 
$1,600,000,000. 

The Reserve banks, and particularly the New 
York bank, have been systematically putting their 
notes into circulation in exchange for gold, deposit- 
ing the gold with the reserve agents. This policy 
accounts for the total of $183,300,000 of notes out- 
standing with a net liability of only $12,900,000. 
This expansion of note issues does not signify an 
inflation of the total amount of currency in circu- 
lation; it is simply a substitution of one kind of 
money for another. There is an important gain, 
however, in reserve strength, because each $40 of 
gold thus acquired can be made the basis for an- 
other $60 of currency if the country has need for 
it. The policy has been criticized, but it seems to 
us to be no more than a feature of intelligent 
management. 

In the event of a crisis, it will be the amount of 
gold in the reserve banks, and not the amount in 
the Government treasury or in the hands of the 
public, or even in the vaults of the other banks, that 
will count as a resource. If the pressure is for 
currency for domestic use, as in 1907, the reserve 
banks will issue their own notes; if it is for gold 
for exportation, which is the event we have to 
apprehend after the war is over, the banks will 
give up gold from their holdings. In the latter 
case the member banks would probably replenish 
the stock of the reserve banks, taking reserve notes 
in exchange.: Ordinarily, reserve notes are not good 
in the reserves of member banks, but the Board has 
authority to suspend all reserve requirements and 
would be justified in doing so if there was a long- 
continued drain of gold, thus allowing the member 
banks to use notes temporarily for their reserves. 

Another transfer of reserves from the member 
banks outside of central reserve cities was due on 
November 16th and has been made. Each country 
bank is now required to have three-twelfths of its 
reserves in the reserve bank of its district, and each 
bank in a reserve city four-fifteenths. Two more 
transfers of one-twelfth each from the country 
banks and one-fifteenth each from the reserve city 
banks must be made at intervals of six months, and 
before November 16th, 1917, the entire legal re- 
serve of twelve per cent for the country banks and 
fifteen per cent for the reserve city banks must be 
held in vault and in the reserve bank. 

There has been little occasion as yet to resort 
to the lending powers of the reserve banks, as 
money has been a drug on the market in all the 
centers almost ever since the banks began business. 
Their showing of discounts is therefore insignifi- 
cant, and the investments are chiefly in short mu- 
nicipal warrants and made only for the purpose of 
temporarily employing their funds. 


General Policies. 


It is well that the first year has been one of 
inactivity, with freedom to the Board and the offi- 
cials of the banks to deliberate upon and discuss 
the many questions that have arisen in the inter- 
pretation of the law and the formulation of poli- 
cies. Numerous conferences have been held in 


which officials of all the banks have participated 
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with the Board, and it has been gratifying to ob- 
serve the tendency to operate the system as a co- 
herent organization. The work of the year has 
been related chiefly to matters of internal manage- 
ra but some important policies have been formu- 
ated. 

A very liberal policy has been adopted toward 
state banks and trust companies, with a view of 
attracting them into the system, but as yet com- 
paratively few have accepted the invitation. The 
total number which have joined without surrender- 
ing their state charters is thirty, but a good many 
have reorganized and entered the system as 
national banks. The Board has ruled that banks 
which have joined the system under state charters 
may retire from it at their option upon giving a 
year’s notice. This is a privilege not available to 
national banks, with whom membership is compul- 
sory. 

The policy of the Board is decidedly favorable 
to the acceptance as a form of commercial paper, 
and it is preferred over the promissory note by 
lower rates. Commodity paper, which is defined 
to be paper secured by warehouse receipts or ship- 
ping documents covering readily marketable and 
non-perishable products has also been favored 
with low rates, and considerable of this paper se- 
cured by cotton has been handled. The Board has 
required that the rates fixed for this class of paper 
shall only be granted where the rate paid by the 
maker of the paper did not exceed six per cent. 

The authority granted by the law for the issuance 
of bankers’ acceptances in transactions arising 
from the foreign trade, has been largely used, and 
promises to be very helpful in financing that trade 
and in developing a broad discount market in this 
country. 


The problem of enforcing compliance with that 
provision of the law which restricts the invest- 
ments of the Federal Reserve banks to paper aris- 
ing from strictly commercial transactions has been 
disposed of, at least for the present, by requiring a 
member bank in applying for a rediscount to cer- 
tify that to the best of its knowledge and belief 
the proceeds have been used for the statutory pur- 
poses. The Board recommends that the member 
banks require detailed statements from borrowers, 
and in forwarding paper for rediscount must cer- 
tify whether or not the makers have filed such state- 
ments. This certificate may be waived where the 
paper of a single maker does not exceed in amount 
$5,000, or 10 per cent of the capital of the member 
bank, or where it is covered by warehouse receipts, 
or bears the signature of a buyer and seller of 
goods. 

A clearing system has been put into effect in each 
district for the free collection of checks between 
members, and an interdistrict system with head- 
quarters in Washington for the clearing of business 
between the reginal banks. The latter works very 
successfully, but not much progress has been made 
in the solution of the country check problem. 
There are practical difficulties connected with this 
which will require considerable time for study. 


Fifteen Million dollars of Treasury deposits 
have been transferred to Reserve banks at Rich- 








mond, Atlanta and Dallas, for the purpose of giving 
aid in moving the 1915 crop, and the Secretary of 
the Treasury has announced that beginning Janu- 
ary 1, 1916, he will regularly use all of the reserve 
banks as depositaries and fiscal agents. The Treas- 
ury deposits now in national banks in the cities 
where reserve banks are located will be transferred 
at this time, and it is presumed that there will be 
a gradual closing out of all inactive accounts with 
a view to giving all Treasury funds to the custody 
of the reserve banks. 

There is a movement for a reduction of the pro- 
portion of paid up capital of the Reserve banks. 
In some sections of the country where all of the 
banking capital is always wanted it is felt to be 
hardship to have any portion of it tied up where it 
is unproductive, and as the Reserve banks are not 
using their funds or paying any return on the cap- 
ital, the situation is said to impose unnecessary 
hardship on those localities. Mr. Warburg, mem- 
ber of the Federal Reserve Board, in a recent ad- 
dress has expressed the view that it may be advisa- 
ble to make this change “so as to reduce, as far as 
possible, the conscious and sub-conscious pressure 
to force the funds of the Federal Reserve Banks 
into actual employment at times when these funds 
should be properly withdrawn or held idle.” In 
other words, he thinks the desire to earn money 
on the capital is likely to affect the policies of the 
banks. The Advisory Board has formally recom- 
mended that the paid-up portion of the capital be 
reduced by two-thirds, leaving the subscribed cap- 
ital and double liability as at present. 


The Comptroller of the Currency. 


Another proposal for amendment adopted by the 
Advisory Board and favored in many quarters, is 
that for abolishing the position of Comptroller of 
the Currency and turning its duties over for ad- 
ministration to the Federal Reserve Board. This 
idea of merging the organization of the Comptrol- 
ler’s office into the new banking organization is not 
new but has been discussed ever since the National 
Monetary Commission began to formulate plans for 
a new system. In many respects it seems the logi- 
cal thing to do. If a new system was being organ- 
ized from the ground up it is not likely that the 
Comptroller’s organization would be created out- 
side of the Federal Reserve system. The final unit 
of the reserve system is the member bank, and the 
condition of the member banks is undoubtedly a 
vital thing to the reserve banks; therefore, the 
reasoning runs, the supervision and authority of 
the Federal Reserve Board should extend down to 
and include the former. 

Apparently there is no clash of authority be- 
tween the Comptroller and the Board, but there 
is a division of authority, the Board ruling over 
the reserve banks and the Comptroller over the 
member banks. The Comptroller is charged with 
the duty of examining the member banks at least 
once a year, and of exercising authority over them 
to enforce the provisions of law. The reserve 
banks, acting under the Board, have authority to 
examine the member bar.ks to discover their con- 
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dition, with a view to determining whether or not 






















STATEMENT OF RESOURCES AND LIABILITIES OF EACH OF THE TWELVE FEDERAL 
RESERVE BANKS AT THE CLOSE OF BUSINESS NOVEMBER 26, 1915. 





(In Thousands of Dollars) 














































































































RESOURCES Boston’ N.Y. Phila. | Clev’d| Rich’d | Atlanta! Chicago | St. Louis/M’npl’s| Kas.City | Dallas |S.Fr’sco| Total 
1d coin and certif’s. Set- | 
} peenheary Cr. Balances! 14784 | 151218 | 8186] 10640| 6 5,982 | 31,460 2,867 | 2498| 2,310 | 4119] 5.950 | 245.986 
Gold Settlement Fund..... 5,259 | 3,885 | 3,990] 9,170| 9,268] 1,409| 9,736 2.757 | 5.297| 6,358 | 9,165|- 7,536 | 73.890 
Gold Redemption Fund .. 37. 315 | (245 35 30| 107 | ‘341 21 | 1252 
Total gold reserves..| 19,999 | 155,158 | 12,213 | 19810 | 15.665 | 7,636] 41,196 5,659 | 7,825| 8,775 | 13,625| 13,507 | 921,068 
ee ae | | 29.783 | 2909| 1,107} 116| 238| 2,457 19 | 19| 17% | 217 18 | 97.212 
‘Watel Recerves...... 20.032 | 184,941 | 15.122 | 20.917| 15.781 | 7.874] 43.653 5.798 | 7,844| 8,951 | 13,842 | 13,525 | 358,280 
i 
Bills discounted and Loans 
182 282 180 637 | 6.937| 7,885 | 2.915 1,731 | 1.526] 4,247 | 5,565 707 | 392,794 
Domi ncceptances...2....| 5118| 6348 |_1.79| 632 | __ 100 1457 |__‘'s20 | 370 | 329 26 | ieim 
0 aS ae 5.300 | _5,¢30 | 1.959| 1.260) 7,037] 7885| 4,972 | 2,251 | 1,990| 4.576 | 5,565 | 1,233 | 48.978 ¢) 
983 | 1.973 | 1194 4.090 952 | 1.188! 1,538 1,000 | 12,919 
investment }).S. Bonds... scie| 1046 | 2904| 3474 69| 335| 2.478 984 | 1.243 756 63| 1132 | 27.308 
Federal Reserve Notes, net} 1,077} 13,442 249 306 1,846 712 1,544 | 19,176 
4 eonembiemmmenn 6.c49 | 2,968| 1,544/ 1,137| 2410 | 5,599 | 3,189] 1,767 675 | 2,668 | 14.053(b) 
All other resources........ 297 398 794 288 | 155 | 749 186 296 64 792 496 118 | 4.633 _ 
TOTAL RESOURCES..... 32,988 | 214,825 | 29,690 | 30,416 | 24.586 | 17,980 59.035 15,880 16,136 18,378 20,641 | 21,220 | 485,342 
LIABILITIES | | 
Capital Paid in............ 5,171 | 11,060 | 5,270} 5,931 | 3,353) 2.417] 6,639 2,780 | 2,497] 3,030 | 2,756 3,942 | 54,846 
Government Deposits..... 5,000 | 5,000 aS 5 000 | 15, 
Becerve Depoalis, net... 27,817 | 183,438 | 24,420 | 24,485 | 10,712 | 7,199 | 652,896 | 12,995 | 13,639| 14,492 | 9,151 | 17,278 | 997,952 
Federal Reserve notes in 
circulation - Net Amt.... 5,354 | 3,266 105 926 | 3,734 13,385(a) 
Due to other F. R. Banks 
eS RETR IOI 16,433 
All other Liabilities....... 3,894 167 98 4,159 _ 
TOTAL LIABILITIES ....| 32,988 | 214,825 | 29,690 | 30,416 | 24,586 | 17,980 | 59,035 | 15,880 | 16,136} 18378 | 20,641 | 21,220 | 495,342 

















(a) 
(b) 


Total Reserve notes in circulation, 165,304 


After deduction of items in transit between Federal Reserve Banks, 14,053, the Gold Reserve against Net Liabilities is 77.9% and the 


Cash Reserve against liabilities after setting aside 40% Gold Reserve against net amount of Federal Reserve 
Notes in circulation, 88 


Maturities of bills 


cash reserve is 86.9%. 
(c) 


5s. 
discounted and loans: 10 days, 6,164; 30 days, 11,129; 60 days, 18,325; other maturities, 13,355 Total: 48,973. 





to accept re-discounts from them, but neither they 
nor the Board have authority to regulate the mem- 
bers; they can only decline to accept paper from 


em. 

Undoubtedly there would have to be an official 
corresponding to the Comptroller of the Currency 
as the chief executive of the national banking sys- 
tem, even if the position of Comptroller was abol- 
ished. The question comes down apparently to 
whether he should be a member of the Board but 
responsible to the Secretary of the Treasury in his 
supervision of the member banks, or subordinate to 
the Board and responsible to it in his supervision. 

There are people who reason with considerable 
force that it is better to avoid a concentration of 
various functions in one political body, and they 
ask if the considerations would not apply in this 
instance. Our whole plan of government is a 
system of checks and balances, with which there is 
often much impatience, but which experience on 
the whole approves. The most striking case of a 
consolidation of various powers in one body is that 
of the Inter-State Commerce Commission, which 
is at once an administrative body, an investigating 
and prosecuting body, and a judicial body. It is 
contended by some observers of the work of the 
commission that this variety of functions does not 
give the best results, and for the reason that it is 
impossible for the human mind to change from one 
kind of work to another without having its habit 
and attitude affected by the work it has been do- 
ing. Their objection to the constitution of the 
railroad commission is that the same body of men 
cannot for a part of their time carry the responsi- 
bilities and hold the attitude of prosecutors, and 
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for the rest of the time extirpate every germ of 
bias and see things impartially as judges. They 
say it cannot be done; that the constant exercise 
of the powers of investigation and criticism dis- 
qualifies the mind for judicial determination where 
the same parties and more or less similar issues are 
involved. Reasoning from analogy their view 
would be that it would be better that the Federal 
Reserve Board should not concern itself with the 
supervisory details of the Comptroller’s office, but 
keep itself free for dealing with the larger ques- 
tions of policy which concern the reserve banks. 


Government Revenues. 





The net balance in the general fund of the Treas- 
ury of the United States on November 26, 1914, 
was about $74,000,000, and on November 26, 1915, 
it would have been about $25,000,000 had not the 
form of the daily Treasury statement been changed. 
Without discussing here the reasons for the change 
in the form of the statement, it is evident that the 
actual situation is not as good as a year ago, not- 
withstanding the income derived from the special 
war taxes. The cash balance includes about $21,- 
000,000 of subsidiary coin and other unavailable 
items. Evidently the war taxes, which expire soon 
by limitation, must be continued and a large amount 
of new money found, particularly if the administra- 
tion’s program for military preparedness must be 
carried out. 


We believe there will be general approval of 
Secretary McAdoo’s judgment that additional reve- 
nues should be provided by taxation rather than by 
borrowings. The country is coming into prosper- 








one and can —- y ype cay now as| Discount Rates. 
well as at any time in the future, and it is appro- 
priate to nay stata of preparedness that the cost]. pre rates of a ST ies Reserve Bank 
shall be paid outright and not thrown over upon a|% effect November 30, , 
possibly war-burdened generation. MATURITIES 

By common consent the present sugar duties will 10 
be maintained, instead of going off on May 1, | Kt to 60 
1916. Under the Aldrich-Payne Act the duty on ae on fom ok Be 
refined sugar was 1.9 cents per pound and the ive. | ive. | ive: 
Underwood Act affected an immediate reduction to] ,..., 
about 1.36 cents with provision for free entry after New Yori 
the above date. Under the reduced rate the revenue | Gieveland 
has been $30,000,000 to $32,000,000 per year. nae 

The Secretary of the Treasury suggests altera- 
tions in the income tax, by raising the present rates, | Minneapolis . 
lowering the exemption limits and lowering the limit | Kansas Citv.. 
at which the surtax begins to apply; but even these | SanFrancisco 3% 
unless carried further than indicated will not meet |X Rate for commodity paper maturing within 90 days. 
the full needs of the Government on the proposed | avar spite codays, 4 percents over #100 days, Us bar coat aver 6 
scheme of expenditure. It will be possible to esti- : : : ; 











over 10| over 30| over 60 
to to 90 
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days, 5 per cent. 


Authorized rate of acceptances, 2 to 4 per cent. 
mate the requirements more closely when the Secre- On March 10, the Federal Reserve Board fixed the following rates for 
tary’s complete report to Congress upon income and | rediscounts between Federal Reserve Banks; 3% per cent. for maturi- 


Fé - ties of 30 days or less; 4 per cent. for maturities of over 30 days to 90 
disbursements for the last fiscal year is available. | days inclusive. si 





THE NATIONAL CITY BANK OF NEW YORK. 








“City Bank Service.” 








CORRESPONDENTS and depositors find this 
service unsurpassed. It is the outgrowth of 100 
years’ business experience and success. 


The excellence of the service is attested by the 
continuous growth of our resources. 


The service is available to you and might become 
invaluable. We should be glad to hear from 
bankers, merchants and manufacturers who con- 
template opening a New York account or who may 
wish to establish new or additional banking facilities. 


None too large; none too small. 








THE NATIONAL CITY BANK OF NEW YORK. 





























